
[ # ]  COUNCIL COMMUNICATION 

AGENDA TITLE 

MFETING DATE February 19.1992 

PREPARED BY: Finance Director 

RECOMMENDED ACTION 

Arbitrage Rebate Services Contract 

The City Council authorize the City Manager to execute an 
agreement with the firm of Jones, Hall, Hill & White to 
calculate the City's arbitrage liabilily and prepare arbivage 
reports for the Certificates of Participation re-financed 
December 18. 1991. 

On August 7, 1991. Ihe City Council authorized the City 
hlanagcr to execute an agreement with the firm of Jones, 
Hall, Hill & White to calculate the City's arbitrage liability 
and to prepan arbitrage reports required by the Internal 

Revenue Service for the Certificates of Participation issued by the City to finance construction at the 
White Slough Water Pollution Control Facility. On December 18. 1991. the City refinanced these 
Certificates of Participation to obtain better interest rates. Accordingly. a new agreement is required 11 
continue the rebate calculation services provided by Jones, Hall. Hill & White. 

As discussed in the Council Communication dated August 7. 1991. arbitrage earnings are the interes 
earnings from the investment of bond proceeds at interest rates greater than the rates paid to bonc 
holders. In short, the City is prohibited from making a profit by investing bond proceeds. Under tht 
1986 Tax Reform Act, excess earnings (profit) must be reported to the Internal Revenue Service year11 
and then paid to the Internal Revenue Service at the end of five years from the date the bonds wen 
issued. The 1986 Tax Reform Act requires that bond proceeds be expended in full by the end of the fiftl 
year from when they wen received. Failure to comply with the 1986 Tax Reform Act could result il 
withdrawal of the 'tax exempt' status of these Certificates of Participation and would result in the interrri 
earnings paid to bond holders becoming 'taxable earning" versus 'non-taxabtble earning" which they nov 
an. This would also adversely affect the future credibility of the City in the bond market when seekin, 
financing. 

Because of the importance of the arbitrage calculation to bondholders and to the City. it is recommenda 
that the City continue to contract with a firm that spsializes in preparing these calculations and mprtm 

Jones, Hall, Hill 8 White was ncommended and approved by Council on August 7. 1991 to be the firr 
to prepare the rebate calculations and official reports based on their prior experience and reputation 
Jonu, Hail, Hill & White was selected by the City after review of four proposals fur this service. 
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THOMAS A. PETERSON -- 
Cny Manager 
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Considering that only six months have passed since the contract was first awarded to lones, Hall. Hill 
& White, it is lhe staffs recommendation that the City conlinue to contract for these services with this 
fim. 

The cost to the City for F i d  Year 1991-92 will be 54,oOO. n,oOO for each year for each of the next 
four years and $500 per year for the bond reserve fund. 

FUNDING SewerFund 

Respectfully. ,,, 

Financebinctor 

Attachments 
Resolution 
Agreement with Jones. Hall, Hill and White 
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Jmua~y 8.1992 

$1 1,170.000Chy of M i ,  Cahfmia. Certificates Of Participation m1 Wastewater T m t  p lam -Refundinect) 

Dear Mr. Flynn: 

mentioned. enclosed arc IWO copies of the Agreement for Rebate C&t~lntion Services. 

rrpmcnrative of the City and send one signed copy back to w. 

Pursuant to Sharon White's conversation today with Diana White regarding the above 

If everything is to your approval. please have both copies signed by an aurhorized 

Very mlly yours. 

ALLhAa4Xac 
Dorinda A. Mercado 

Encloms 

cc: Sharon Stanton White 
Gerald Craig Hill 

. . . . 



JONES HALL HILL PC WHITE. 
* P R O r P Z I O N A L  LAX. LOItPOlIATtON 

ATTORNEYS AT LAW 

A F E R  EXECUTION PLEASE RETURN TO: 

Jones Hall Hill & White. 
A Professional Law Corporation 
Four Embarcadero Center. 19th Floor 
San Francisco, CA 941 11 
Atrention: Ms. tkninda M e d o  

AGREEMENT FOR REBATE CALCULATION SERVICES 

MIS AGREEMENT, is made and enteml into this - day of .1992. 
by and between the City of Mi. California (herein called “City”) and JONES HALL. HILL 8 
WHITE, A PROFESSIONAL LAW CORPORATION. San Francisco, California (hemin called 
“AaOmeyS”); 

WITNESSETH: 

WHEREAS. on December 18, 1991 the City issued its $11.170.000 Installment Sale 
Agmment, dated of December 1.1991 (the “Agmement”) nnd caused the deliwly of cenifintes 
of pankipation (the ”Cenificates”) representing installvent payments under the Agreement (the 
“Installment Payments”): 

WHEREAS. in order to xssiire that the interest component of Installment P:iyments and 
interest payable with respect to the Certificates is excludeble from gmss income pursuant to Section 
103 of  the Interns1 Revenue Code of 1986 (the “Code”). it i s  necess:iry tnd; the City R S S U I ~  

compliance with Section I4R(f) of rhe Ccxle relating to rcb:lte of ccrtiin excess investment c:iming% 
to the United States: :ind 



.-  

WHEREAS. the Ciry ha$ determined that Attomys ;ITC qwlified by mining and experience 
to Perform the servirps required. and Attorneys are willing to provide such services; 

NOW, THEREFORE, the City employs Attorneys. and Attorneys accept such 
employment, upon the following terms md conditions: 

ARTICLE 1 

DUTIES OF ATTORNEYS 

Anomeys shall perform and render the following services to the extent necessnty to provide 
for compliance with Section 148(f) of the Code in connection with the Agreement and the 
Certificates: 

A. Perform rebate calculations required by Section 148(0 of the Code and applicable 
regulations. 

B. Provide insmctions to the City concerning compliance with Section 149(0 of the Code 
and applicable regulatiions. 

C. Consult and coopexte with the City and its agents and employees, as necessary to 
provide for compliance by the City with the requirements of Section 148(0 of the Code for the 
Agrcemcnt and the Certificates. 

D. Upon the request of the City following any rebate calculation. and assuming 
compliance with rebate instructions provided by Attorneys. provide a legal opinion stating that the 
exclusion from gross income of interest on the Cenifiuntes for federal income tax purposcs has not 
been adversely affected by reason of failure to comply with Section 14Rf) of the Code. 

E. Upon the request of the City following any rtbxte calculation, provide advice to asist 
in most effectively reducing or satisfying potential rebate liability. if any. 

ARTICLE 11 

COMPENSATION AND COSTS 

For h e  services of Attorneys sei fonh in Article 1. the City shall pay Attorneys a service fee 
of $4,ooO.OO for the fint bond ye:w and a service fee of S2.000.00 per bond year thereafter until 
depletion of the Improvement Account. Upon termination of the Improvement Fund, there will be 
a sewice fee of $500.00 per bond year for the Reserve Fund. All fees will be payable following 
performance of duticc q u i r e d  of Attomeys for the bond year in question. 

In addition to the cornpens;ition set forth in the preceding paragraph. the City shnll 
reimburse Attorneys for direct out-of-pocket expenses for Fcdccil Express or other courier. 
messenger. delivery or specid ni:til seniccs. telecopying seiviccs. photocopying. binding :ind 
(upon request by the City For the s;imc) expeiises for  II’~IVCI outside of the St:ite of C:ilifomi:i i n  
conneaion with the sovices rendered by Aiioineys heivutldcr. 



ARmCLEm 

RESPONSIBILITIES OFCITY 

The City shall cooperate with Anorneys in the prrfommce of their services under Anicle 1. 
and shdl provide Attorneys with information requested by Attorneys regarding investments made 
by the City with proceeds of the Certificates and amounu to be used for payment of the Installment 
Payments and the Certiiiiates or shall assist Attorneys in obraining such information. 

In the event of prepayment of Installment Payments and redemption of the Certificares in 
whole or in pan prior to their maturity. the City shall notify Attorneys of said redemption at least 
thiny (30) days prior to such redemption. 

In the went of an advance or cumnt  refunding of the Installment Payments and the 
Certificates in whole or in pan prior to their maturity. the City shall notify Attorneys of said 
=funding at least hiny (30) days prior to such refunding 

ARmCLEIv 

TERM OF AGREEMENT 

This Agreement sholl terminate on on the fmt day of the third full calendar month 
following the end of the fifth bond year pertaining to the Agreement and the Certificates unless 
earlier renewed by supplemental agreement between the parties hereto, or unless the City shall. 
upon ten (10) days wtinen notice to Anorneys. terminare this Agreement for failure of Attorneys to 
perfom the duties set fonh in Anicle I hereof in a manner satisfactory to the City. 

IN WITNESS WHEREOF, the City and Attorneys have caused this Agreement to bc 
executed, in duplicate. in their respective corporate names, by one of their respective duly 
authorized officers. all as of the day and year f i t  above written. 

CITY OF LODI. CALIFORNIA 

. ... '. J: .:*I.... .:.,.: . .  -.:.. - 

JONES HALL HILL & WHITE, 
A Professional Law Corporation 

- 
I -> -,- r I .  BY / - " - - ,  - 

Sh.uon Stanton White 

, 



RESOLUTION NO. 92- 34 

A RESOLUTION OF THE LODI CITY COuh'CIL 
AUTHORIZING THE CITY'S ENTERING INTO AN AGREEMENT FOR ARBITRAGE 

REBATE SERVIGE REBATE CALCULATION SERVICES) 

WHEREAS, Lodi Municipal Code, Section 3.20.070. authorizes dispensing with bidding 
procedures for purchases of supplies. services. or equipment when the City Council determines that the 
purchase or method of purchase would be in the best interest of the City; and 

WHEREAS. on August 7. 1991. the City enterd into an agreement with Jones, Hall. Hill and 
White to provide the City with Arbitrage Rebate Calculation Services for the Certificates of Participation 
issued for the construction at the White Slough Water Pollution Control Facility; and 

WHEREAS, in 1988. the City issued Certificates of Participation to finance construction of the 
White Slough Water Pollution Control Facility expansion; and 

WHEREAS, on December 18. 1991, the City refinanced the above Certificates of Participation 
to obfain better interest rates; and 

WHEREAS, prior to awarding a contract to Jones, Hall. Hill and White to provide "arbitrage 
rebate services", the City solicited proposals from four firms that provide these services and determined 
that the wfilract should be awarded to Jones, Hall, Hill and White based on the firm's expertise. 
reputation as bond counsel. and the City's past relationship with this firm: and 

. 

WHEREAS, it is the City Manager's recommendation that the City enter into an agreement for 
said services with the firm of Jonu, Hall. Hill and White. 

NOT THEREFORE, BE IT RESOLVED that the Lodi City Council hereby approves the City's 
entering into an agreement for the above described Rebate Calculations services with Jones, Hall, Hill 
and White in the amount of $4,ooO for Fiscal year 1991-92. $2.000 for Fiscal Years 1992 through 1996 
and $500 for each bond year for the reserve fund, and further authorizes execution of said Agreement 
by the City Manager. 

Datcd: February 19, 1992 

I hereby certify that Resolution Nog2-3Was passed and adopted by the City Council of the City of 
Lodi in a regular meeting held February 19. 1992 by the following vote: 

C o u n c i l  Members - Hinchman, P e n n i n o ,  S i e g l o c k  a n d  
P i n k e r t o n  (Mayor) 

Nws: C o u n c i l  Members - None 

Absent: C o u n c i l  Members - Snider 

City Clerk 



CLTY CCINCII 

W E S  W. RNKERTON. h+x 
PHILLIP A. PENNINO 

hllprhremom 
W I D  M. HINCHMUJ 

WXhWUDCK 
JOHN 1. IRmxbI SNIDER 

CITY OF LODI 
CITY HALL. 221 WEST PINE STREEl 

February 24, 1992 

Jones Ha l l  H i l l  8 White 
A Professional Law Corporation 
Attention: Oorinda Mercado 
Four Enbarcadero Center, 19th  F loor  
San Francisco. CA 94111 

Re: Agreement f o r  Rebate 
Ca l cu  1 a t  i o n  Servi ces 

Dear Ms. Mercado: 

Enclosed herewith please f i n d  f u l l y  executed copy o f  agreement f o r  
Rebate Calculat ion Services between the City of Lodi and Jones H a l l  
H i l l  6 White which was approved by the Lodi C i t y  Council a t  i t s  m e t i n g  
o f  February 19, 1992. 

Also enclosed please f ind c e r t i f i e d  copy of Resolut ion No. 92-34 
en t i t l ed .  "A Resolutfon o f  the Lodi City Counci l  Author iz ing the Ci ty ' s  
Enter ing i n t o  an Agreement f o r  Arbi t rage Rebate Service (Rebate 
Calculat ion Services)" which was adopted by the Lodi C i t y  Councrl a t  
i t s  February 19, 1992 meeting. 

Should you have any questions regardfng t h f s  matter. please do not  
hes i ta te  t o  c a l l .  

Very t ru ly yours, 
1 

A l i c e  M. Reimche 
C i t y  C lerk  

AMRIjmp 

Enclosures 



AFIER EXECUTION PLEASERETURN To: 

Jones Hall Hill 8c White, 
A Professional Law Corporation 
FourErntarcadero Ccnur, 19h Floor 
San Francisco, CA 941 11 
Amtion: Ms. Dainda M d o  

AGREEMENT FOR REBATE CALCULATION SERVICES 

THIS AGREEMENT. is made and entered into t h i s l x  day of February . 1992, 
by and becwtm he  ClTY OF LODI. CALIFORNIA (herein called "City") and JONES HALL 
HILL & WHITE, A PROFESSIONAL LAW CORPORATION. San Francisco. California (hemin 
called "Aumys'?; 

WITNESSET: 

WHEREAS, on December 18. 1991 the City issued its $1 1,170,ooO Installment Sale 
AgnemenI, dated as of December I ,  1991 (he "Agrcement") and causcd the d e h r y  of CatifiCaks 
of participation (he "Certificates") representing installment payments under the Agreement (the 
"Installment Payments")); 

WHEREAS. in order to assure that the interest component of Installment Paymenu and 
interest payable with respect to the Certificxes is rxcludnble from gms income pursuant to Section 
103 of the Internal Revenue Code of I ' N  (the "Code"). it is necessary that the City a s u r e  
compliancr with Senion I4%0 of the Code relating to rebate of certain e x a s  investment earnings 
tothe Uniled States; 3nd 



WHEREAS, the City has determined that Attomys are qualificd by training and experience 
to perform the services reqnired, and Anomeys are willing to provide such services: 

NOW. THEREFORE. the City employs Attorneys. and Attorneys :tccept such 
employment upon the following !ems and conditions: 

ARTICLE1 

DUTIES OF ATIDRNEYS 

Anomeys shall perform ard En& the following services to the extent necessary to provide 
f w  compliance with Section 148(0 of the Code in connection with the Agreement and the 
WlcaWS: 

A. Perform rebate calculations required by Section 14X(O of the Code and applicable 
regclations. 

B. Provide instructions to he City concerning complianm with Seaion 14X(O of the Code 
and applicable regulations. 

C. Consult and cooperate with the City and i:s ogents and employees. as necessary to 
provide for compliance by the City with the requirements of Section 148(f) of the Code for 
Agreement & the Certiticates. 

D. Upon the request of the City following any rebate calculation. and assuming 
cornp~iance with rebate instructions provided by Attorneys. provide a legal opinion stating that the 
exclusion from gross income of inmest on h e  Cenificates for federai income ~ a a  purposes has not 
been adversely affected by reason of failure to comply with Section 148(O of the Cde. 

E. Upon the request of the City following any rebate calculation. provide advice to assist 
in most effectively reducing or satisfying potential rebate liability. if any. 

ARTICLEn 

COMPENSATION AND COSTS 

For the scrvins of Attomcys set fonh in Article 1. the CiIy shall pay Attorneys a service fee 
of 54.ooO.00 for the first bond year and a service fee of f2.(XW).OO per bond year thereafter until 
depletion of the Improvement Account. Upon termination of the Improvement Fund. there will be 
a service fee of16500.00 per bond year for the Reserve Fund. All fees will be payable following 
perfomtnce of duties recluired of Attorneys for the bond y a a  in question. 

In addition to the compcw;itim set fonh in the preceding paragraph. the City sh:ill 
reimburse Arttirncys for direct oui-ol-pocket expenses for f;cder;il Express or other courier. 
messenger. delivery or speci;il mail scrviccs. telecopying services. photocopying. binding and 
(upon request by the City for the w n c )  rxpenser for tr:ivcl oulside of the St;ite c i f  C;ilifornin in 
connection with the services rciidercd Iiy ,\ttomcys hcrcuniler. 



-- 

ARTICLE Ill 

RESPONSIBILITIES OF CITY 

The City shall cooperate with Aaorneys in the perfonnancr of their services under Anicle 1. 
and shall provide Anomeys with information requested by Attorneys regarding investments made 
by the City with pxuceeds of the Certificates and ,mounts to be used for payment of the Installment 
F'ayrnents and the Certificates or shall assist Attorneys in obuining such information. 

In Ihe event of prepayment of Installmen; Paymen0 and mdemption of the Certificates in 
whole or in pan prior to their maturity. the City shall notify Attorneys of said redemption at least 
thirty (30) days prior to such redemption. 

In the event of an advance or current refunding of the Installment Payments and the 
Certificates in whole or in part prior to their maturity, the ci ty shall notify Attorneys of said 
refunding at least thirty (30) days prior IO such refunding. 

ARTICLEN 

TERM OF AGREEMENT 

I This Agreement shall terminate on on the first day of the third full calendar month 
following the end of the fifth bond year pertaining to the Agreement and the Certificates unless 
earlier renewed by supplemental agreement between the parties hereto, or unless the City shall. 
upon ten (10) days wrinen notice to Attorneys. terminate this Agreement for f d u r e  of Attorneys to 
perform the duties set forth in Mic le  1 h m f  in a manner satisfactory to the City. 

IN WITNESS WHEREOF, the City and Attorneys have caused this Agreement to be 
executed, in duplicate, in their respective corporate names. by one of their respective duly 
authorized officen. all as of the day and year first above wrinen. 

CITY OF LODI. CALIFORNIA 

Approved as t o  form: 
le: C i t y  Manager, Thomas 

?+.j bL{& !/ / 
JONES 11Al.l. lIl1.L RC WHITE. 
,\ "rnfc\uon:it IAW Corpocitioti 

C i t y  At torney,  Bobby W. McNatt 

A t t e s t :  

. .  By 
0 ) '  , , I .  

!!,., . , Sh;inm SI:it~ioii White C i t y  Clerk, Alice M .  Reimche 

A. Peterson 


